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SUBJECT: PAC-INDO LNG CONTRACT 

REP: JAKARTA 7689 

1. AMPASSADOR'S UNDERSTANDING, AS REPORTED REFTEL, THAT 
BLS FUELS INDEX WITH CAP IS INCONSISTENT WITH ERA ADMIN- 
ISTRATOR'S DECEMBER 30 DECISION IS CORRECT. WE KNOW OF NO 
REASON WHY THESE NEGATIVE VIEWS WOULD CHANGE IF ISSUE WERE 
AGAIN CONSIDERED BY ERA. 

2. DOE POLICY OFFICIALS (AS DISTINGUISHED FROM REGULATORY 
OFPICIALS) CONCUR IN ERA'S NEGATIVE VIEW OF BLS FUELS 
INDEX AS COMPONENT OP PAC-INDO PRICING FORMULA. BLS FUELS 
INDEX WILL BE RISING AT A VERY RAPID RATE OVER THE NEXT 
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FIVE TO TEN YEARS AS DOMESTIC ENERGY PRICES MOVE UP TOWARD 
WORLD LEVELS. THEREFORE BLS INDEX COMPONENT OF PROPOSED 
ESCALATOR COULD PRODUCE EVEN MORE UPWARD PRESSURE ON PAC- 
INDO LNG PRICE THAN OPEC COMPONENT. 

3. AS NOTED REFTEL, DOE CANNOT PREJUDGE REGULATORY PROCESS; 

HOWEVER, DOE POLICY OFFICIALS HAVE STATED THAT THE GNP 
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DEFLATOR, WPI OR CPI WOULD BE MORE APPROPRIATE MEASURES OF 
GENERAL ECONOMIC CONDITIONS. NEWSOM 
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